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SECRET KUALA LUMPUR 5268 

EXDIS 

E.O. 11652: GDS 

TAGS: PFOR, MASS, MY 

SUB J : FMS CREDIT FOR MALAYSIA 

REF: STATE 207796 

1. 1 CALLED ON FONMIN UNDER SECRETARY KHOR ENG 

HEE AFTERNOON SEPTEMBER 3 TO TELL HIM USG PREPARED TO 
PROVIDE GOM WITH FMS CREDIT UP TO $17 MILLION IN FY76 
FOR PURCHASE OF MILITARY EQUIPMENT. CREDIT COULD NOT BE 
MADE AVAILABLE, HOWEVER, UNTIL AFTER PASSAGE OF 
APPROPRIATION BILL, AND THAT LIKELY TO BE SOME MONTHS 
FROM NOW, QUITE POSSIBLY LATE IN THE FISCAL YEAR. OFFER 
WAS FIRM ALTHOUGH SUBJECT TO CONGRESSIONAL APPROVAL OF 
SUFFICIENT FUNDS WHICH WE CANNOT GUARANTEE. 

2. 1 THEN ADDED THAT BOTH MINDEF SECGEN SAMAD AND 
COLT REP ROB ROY HAD KEPT IN TOUCH WITH ME ABOUT THE 
M-16 NEGOTIATIONS SO I KNEW APPROXIMATELY WHERE THEY 
STOOD. ALTHOUGH I DID NOT WISH TO GET INTO THE GOM'S 
BUSINESS, I FELT I SHOULD POINT OUT THAT CREDIT WOULD 
NOT RPT NOT BE AVAILABLE IN TIME TO COMPLETE THE M-16 
DEAL IN THE TIME FRAME I UNDERSTOOD THE GOM HAD IN MIND. 

3. KHOR REPLIED BY FIRST THANKING ME FOR THE INFORMATION 
AND SAYING THAT HIS GOVERNMENT WAS GRATEFUL FOR OUR OFFER 
OF CREDIT. HE THEN SPECULATED MONEY COULD BE FOUND BY 
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THE CREDIT COULD BE USED FOR HEAVIER ITEMS. HE ASKED 
IF THERE WERE RESTRICTIONS ON HOW THE CREDIT WAS SPENT. 

I TOLD HIM THAT AS FAR AS I KNOW THE ONLY CONDITIONS WERE 
THAT IT BE USED FOR AGREED MILITARY ITEMS AND I THOUGHT 
THAT PROBABLY MEANT ANYTHING ON THE SHOPPING LIST THE 
CROWE TEAM TOOK BACK TO WASHINGTON. I THEN ADDED (PER 
PARA 6 REFTEL) THAT WASHINGTON WOULD BE SENDING SHORTLY 
USG RECOMMENDATIONS REGARDING PROCUREMENT OF THE ENTIRE 
LIST OF EQUIPMENT WORKED OUT WITH GOM DURING VISIT 
INCLUDING SUGGESTIONS AS TO FINANCING. 

4. KHOR, NOTING THAT IT WOULD PROBABLY BE LATE 

IN FY76 BEFORE THE CREDIT WAS ACTUALLY AVAILABLE, 

WONDERED IF EVERY PENNY HAD TO BE COMMITTED BY THE END 
OF JUNE. I SAID I WOULD ASK WASHINGTON TO CLARIFY 
THIS POINT. (PLEASE CLARIFY.) 

5. AFTER ASCERTAINING THAT I HAD NOT YET TALKED TO 
ANYONE AT MINDEF, KHOR SUGGESTED THAT THE TWO OF US 
MEET WITH SYG SAMAD TO DISCUSS THE CREDIT, AND TO 
DISCUSS THE M-16'S. I AGREED. 

6. MY EXPECTATION IS THAT AFTER THE TWO OF US 

MEET WITH SAMAD (PROBABLY TOMORROW MORNING) HE WILL 
DECIDE TO GO AHEAD WITH M-16 PURCHASE. I HAVE NOT 
PASSED ANY OF THIS INFORMATION ON TO COLT AND WILL 
NOT FOR THE TIME BEING OR AT LEAST PENDING THE CONVERSATION 
WITH SAMAD. 

7. IT WILL BE APPARENT TO DEPARTMENT FROM THE ABOVE 
THAT I DID NOT THINK IT WOULD BE USEFUL TO DELAY 
INFORMING THE GOM OF THE FMS CREDIT, ALTHOUGH I HAVE 
COUCHED MY PRESENTATION IN SUCH A WAY AS TO ENCOURAGE 
THEM TO GO AHEAD AND BUY THE M-16'S NOW FOR CASH. 

DILLON 
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